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Budget Introduction

Welcome to the City of Manistee’s Fiscal Year 2010-2011 Budget. The Budget is the guiding
financial document for the City of Manistee and includes all expenditures, revenues, and capital
projects for the fiscal year. The Budget is laid out in an easy to understand and read format. The
Table of Contents should direct anyone to their particular area of interest.

If you want a quick summary of the document, the Overview section provides the reader with the
big picture of the City’s finances and challenges. This consists of the City Manager’s
Transmittal Letter and the Executive Summary.

Important issues are discussed in greater detail under the heading of Issue Pages. This would
include topics such as General Fund, Water & Sewer Utility and Appropriations. If you want a
good overview of the more important issues facing the City, this is the place to look.

The General Fund is the largest part of the document and the place where most public services
are identified, as well as most departmental budgets. Each departmental budget is presented in
detail. Reading the narrative pages of each department will give you a good understanding of the
responsibilities, operations and challenges of that department, as well as budget assumptions.

Enterprise Funds is the next section of the document. These funds include the Water & Sewer
Utility, Municipal Marina, Boat Launch and Ramsdell Theatre. These are Funds that operate
like a business and charge user fees to generate operating revenues.

Internal Service & Special Revenue Funds are presented next. These funds are established for a
specific purpose, such as tracking a grant or for State mandated items, and typically have
independent revenue sources. Examples of activities that are accounted for in these funds are the
Motor Pool, Major & Local Street Funds, Refuse Fund and various grant funds.

Permanent Funds are those that are intended to be perpetual in nature and where only the
earnings can be spent. The City’s Oil & Gas fund is a permanent fund.

If you want to see what physical improvements the City is planning, the Capital Project Funds
section is the place to look. These funds track capital expenditures and most current projects.
Finally, the City does not have a Debt Service Fund. Instead, City debt is recorded in the fund
that it is associated with.

The Appendices provide valuable supplemental information to the reader. This section tracks
valuable information over time, such as the Number of Fulltime Employees, State Equalized
Value and Taxable Values of the City. This information will allow the budget to also serve as a
record of important historic information rather than just current financial information.

We hope you find this document useful. On behalf of the City of Manistee, thank you for taking
the time to review the Fiscal Year 2010-2011 budget document.
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March 12, 2010

Honorable Mayor Ilona Haydon
Members of the Manistee City Council
City of Manistee

70 Maple Street

Manistee, Michigan 49660

Budget Transmittal Letter

Ladies and Gentlemen:

Transmitted herewith for the City Council's review and consideration are the City Manager’s
recommendations for the various budgets for the City of Manistee's 2010-2011 fiscal year.

After years of running to just stay ahead of the crumbling, some would say disastrous State
economy; the City of Manistee has finally been caught. With the start of the 2010-2011 fiscal
year budget process, the projections were a budget deficit of more than a quarter million dollars.
This assumption was again this year based upon 0% raises for all City staff. Simply nibbling
around the deficit edges in regards to reducing training and office supply budgets and working to
reduce overall operational budgets will no longer achieve the needed results. Structural change
is required. Council will recall that the fundamental reason for conducting the Operational
Service Assessment was to prepare the City for making these required structural changes in
anticipation that ultimately City revenues versus expenditures were not sustainable. The intent
of completing the Operational Service Assessment report before these decisions needed to be
made was the original goal. However, the fact that it is not completed yet has not detracted me
from utilizing the draft Operational Service Assessment report to assist and guide me in making
recommendations to City Council.

Last year’s budget showed the reduction of two fulltime employees. This vyear’s
recommendation is to reduce an additional 3.5 fulltime employees. Unlike last year, where we
lost employees through attrition and absorbed the work load, this year the goal was a long-term,
progressive, structural reorganization for several departments that | believe will set the right tone
and direction for the City of Manistee when our economy turns around.

Eliminating employees is never an easy task. However, through this restructuring process the
City will be contracting our assessing functions, resulting in the elimination of the Assessor and
the Assessor’s Assistant; combining the Police and Fire Chief positions into one Public Safety
Director and eliminating the Fire Chief position; and eliminating the part-time clerical help in the
Fire Department. In addition, the Department of Public Works will be reorganized to become
more efficient and provide a higher level of service. All remaining employees will also be
impacted by the struggling State economy with the reduction of existing benefits.
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With the knowledge of the fiscal challenges in 2010-2011, the City continues to improve and
puts emphasis on strategic planning. Again in 2010, public input was sought to update the
Strategic Plan with assistance from the Alliance for Economic Success Office. This Strategic
Plan, like the ones before it, will serve as a guide for future funding. The major goal of the plan
is to address the Strategic Mission that states, “To competitively position the City of Manistee as
the community of choice and destination for business, industry, tourists and families.”

Numerous large capital projects will be completed in fiscal year 2010-2011, including Marina
Building / DDA Restroom renovations, Arthur Street Boat Launch upgrades, Jones Street CSO,
Category A Glocheski/Monroe/Oak Grove Veterans Drive street upgrades and Small Urban
upgrades to the remaining truck route in Maxwelltown.

Other projects upcoming this year will be focusing on phased implementation of the adopted
Beach Conceptual Plans, our second payment to Manistee Area Public Schools for support of the
community pool, as well as a continued focus on expanding intergovernmental cooperation with
our neighbors. With the City of Manistee and the Charter Township of Filer finally completing
the sewer agreement, there is the potential for additional capital projects to be started this 2010-
2011 Fiscal Year Budget.

The City Council has established various budget work sessions: an optional one on Tuesday,
March 30, one on Tuesday, April 6 following the regular Council meeting, one on Monday,
April 12, one on Tuesday, April 27, with an optional one on May 4; at 7:00 p.m. in the Council
Chambers, City Hall. The public hearing to review these budget recommendations and receive
public input on them has been scheduled for Tuesday, April 20, 2010. Budget adoption is
anticipated at a special meeting on May 11, 2010.

While the enclosed budget recommendations represent the City Manager and Staff’s best
judgment for spending based on existing City Council policies and priorities, these issues are
subject to the Council’s review and ultimate decision. Councilmembers are the elected
representatives of the people and maintain the right and responsibility of balancing the 2010-
2011 Budget for the City of Manistee.

Respectfully submitted,

CITY OF MANISTEE

Ml D. Deisck

Mitchell D. Deisch, City Manager
mdeisch@ci.manistee.mi.us
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Executive Summary

The proposed budget was the most difficult to prepare in recent years. The enormous financial
challenges posed by a deep national recession, moribund Michigan economy and housing market
collapse has created a structural imbalance that required significant structural reforms. This
budget makes those reforms; while still striving to pursue Strategic Plan goals to the extent
possible. Reduced revenue has forced the City to incorporate significant spending restraint and
reduce the number of existing employees by 3.5 FTE. Cuts of this magnitude will be felt in the
delivery of service; however, management is striving to mitigate this where possible. The budget
continues to fund important capital projects and ensures key infrastructure is being maintained.
The amount of capital projects over the next two fiscal years totals several million dollars. The
budget for all funds, including capital outlay and debt service totals.

$1,711,105

$1,597,230 B General Fund

B Water & Sewer

$1,413,675 Streets

M Marina, Boat Launch,
Ramsdell

B Other

The General Fund is has a budget of $5,268,657 or 30% of total spending. Services most people
associate with local government, such as police, fire, tax collection, planning and zoning are
funded here. Significant departmental restructuring proposed in the budget:

e Combine Police and Fire administration under one Public Safety Director

e Create unified Department of Public Works with Director and Assistant Director

e Eliminate Assessing department thru contracting the function out and placing
contract oversight under Finance in a new Financial Services Department
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The General Fund receives its income from a variety of sources, including property taxes, state
revenue sharing and charge for services. Total revenue is budgeted at $ 5,268,659 Tax revenue
has declined due to fewer home sales, less new construction and more tax-exempt development.
The budget does propose modest new revenue sources from a 1% tax administration fee on City
taxes and transitioning the Fire Department to a Basic Life Support — Transport organization.

The Water & Sewer Utility has budgeted expenditures for operations, capital outlay and debt
service of 43% of total City spending. Water and Sewer rates are proposed to increase by 4.0%.
A typical customer will see their monthly bill increase by $2.13 .

Operational costs remained consistent with last year. The total expenditure number is inflated by
the large amount of capital expenditures taking place. Small projects include replacing electrical
transformers at some of the wells, replacing water well and lift station communications and
replacing the main boiler at the plant. Large projects include the state mandated Jones Street
Sewer separation, building a third final clarifier in conjunction with Filer Charter Township and
replacing the failing Riverbank Sewer line.

The overall Street budget is $1,413,675 8% of total spending. This includes the Major and Local
Street funds, as well as the Street Improvement fund. Street maintenance, repairs and
construction is primarily funded by gas tax money passed through by the State to the City. The
budget anticipates three major projects; the rehabilitation of the Maple Street Bridge, the
resurfacing of the Old US-31 Truck Route and the resurfacing of Veterans Oak Grove and
Glocheski Drives in the Industrial Park area. The budget also supports the Street Asset
Management Plan by allocating money for crack sealing a number of roads.

The Refuse Fund is budgeted for the status quo in terms of delivery of service and payment
method. However, the City is in the process of rebidding the refuse collection function for the
City. This pricing information was not available at the time the budget was prepared, but will be
discussed prior to Council adopting the budget. Those discussions will determine the types of
services to be provided and how those services will be paid for. The outcome of those
discussions could have a significant impact on the budget that has been presented.

The Marina, Boat Launch and Ramsdell Theatre account for $1,597,230 in expenditures. This
number is much higher than normal because of significant capital projects at both the Marina and
Arthur Street Boat launch. The Marina building is likely to be replaced entirely this summer.
The Arthur Street Boat launch will be receiving a complete facelift, including an accessible
fishing pier and better parking.
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Budget Change Summary

During the budget process, several significant changes were made to the Manager’s
recommendations. Rather than address these changes on every page in the budget, they will be
summarized here, and reflected in the budget numbers, narratives and annual appropriation.
Issue pages have not been changed, in order to reflect the issues as they were presented in the
proposed budget.

The primary changes were as follows:

e Department of Public Works restructuring was revised to retain current director and
utilize lead personnel in each functional area.

e Combining Police Chief and Fire Chief positions into one Public Safety Director position
was not approved. Police Chief and Fire Chief positions remain in the budget.

e Contracting out the Assessing Department was not approved. The Assistant Assessor
position was eliminated instead.

e Full funding for several community organizations was retained.

e The full-time police secretary was reduced to half time.

e The vacant half-time Finance clerk position was eliminated.

e City manager and Department Directors were assigned two furlough days.
e Eliminate Mayor’s exchange

¢ Eliminate City Hall capital outlay

10
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Issue Page Strategic Plan

In 2007 the City embarked upon a strategic planning process to focus both Staff and City
Council efforts on achieving the City’s vision:

Manistee will be the community of choice on the Northwest Michigan coastline with
a strong, diversified economy providing opportunities for all...a city whose
prosperity continues into the future.

The strategic plan provides direction to staff which is used in formulating each department’s
tactical approach and annual operating budget in order to competitively position the City of
Manistee as the community of choice and destination for business, industry, tourists and families.

The City annually updates this plan to ensure that it is kept current. The idea is to keep the focus
on the big picture items and ensure that the document remains relevant and that all stakeholders
have input into the plan. The most recent areas of focus in the strategic plan are:

Forward Looking Plan

Economic Development & Jobs

City Infrastructure

Beaches, Parks & Recreation Areas
Financial Stability

Intergovernmental Relationships

Housing, Homelessness and Senior Citizens

Noogk~wdhE

The annual budget and capital improvement plan are developed with the goal of supporting the
strategic plan wherever possible and economical. The past few years have seen tangible, steady
progress in each of these areas. This budget continues that trend thru both operational and
capital items.

11
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Issue Page Operational Service Audit

The City of Manistee has almost completed a comprehensive .
Operatio)rllal Service Assessment. The imgetus for this ;)ssessment matrlxm
arose out of the strategic plan and recognition by both Council and consulting group
staff that the City would be facing significant financial challenges B
moving forward. The overarching purpose of the study is to provide and develop City
services in the most economically efficient manner, in keeping with the vision of the City to
be a “community of choice on the northwest Michigan coastline.

CimizeNs RESEARCH COUNCIL OF MICHIGAN m

The project will focus on departmental efficiencies, consolidation, collaboration with other
entities, potential outsourcing of services, and long term reorganization recommendations for
various departments. It will involve a thorough analysis of City operations and will result in a
document that has actionable, realistic recommendations.

The Operational Service Assessment Committee (OSAC) will continue to serve as the steering
committee for the project. It consists of three City Council members, the City Manager, the City
Finance Director and four members of the public. The OSAC issued an RFQ for the project in
November 2008 and received four responses. One respondent subsequently dropped out. The
OSAC interviewed the consultants in February 2009 and chose Matrix Consulting Group as its
first choice.

Matrix completed the vast majority of the study by late fall of 2009. Unfortunately, they were
unable to complete the project and City Council terminated their contract. The City then
contracted with the Citizen’s Research Council of Michigan to complete the document. It is
expected that the document will be finalized by the end of April 2010. Once the final report is
issued, implementation of the recommendations will follow over a multi-year period. However,
given the significant budget challenges, the proposed budget does implement some of the
recommendations suggested by Matrix thru their work.

12
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Issue Page General Fund

The General fund is the primary City operating fund. It is where most City services are
provided. Financial stability in the General fund is crucial if high levels of service are to be
maintained. Unfortunately, the General fund has been coming under enormous financial strains
in recent years. Revenue has been impacted by both declining property values and lack of new
construction (growth). In addition, the seemingly permanent State economic and budget crisis
has reduced State revenue sharing payments. The City has very little ability to raise new
revenues in the General fund, other than levying the full millage rate allowed, further
complicating the challenge.

On the expense side, the City has been proactive in addressing benefit costs, including wages,
health insurance and pensions. It has also reduced total employment by 8.5 FTE or 13% since
2004, including 3.5 FTE in the proposed budget, while largely maintaining service levels. It is
hoped that these moves will allow the City to weather the financial storm and emerge stronger.

One key to financial stability is adequate, healthy financial reserves, i.e. General fund balance.
This is true for three primary reasons. First, a reasonable fund balance provides insurance
against unanticipated major expenses. Major natural or man-made disasters could require the
expenditure of significant sums and the fund balance provides resources if necessary to address
such events. The severe storm in June, 2008 is an example of this.

Second, a fund balance provides stability in the event of an economic downturn or unexpected
negative budgetary variances. An adequate cash reserve provides an opportunity to absorb these
items without dramatically altering the services provided. The City has tapped the fund balance
somewhat in the recent past to address such issues as high overtime related to record snowfall
and record gasoline prices.

Third, an appropriate fund balance provides an opportunity for investment earnings. Investment
earnings can reduce the demand on other revenue sources and provide further stability for
municipal operations.

Council has established a General fund balance target of 20% of prior year operating expense.
Depending on the expenses of the previous year, any percentage over 20% will be transferred
into the Capital Improvement fund. In the past, $410,000 has been transferred. No additional
transfers are anticipated for the foreseeable future. Maintaining a 20% fund balance still
provides an appropriate cushion that can be used if necessary to balance unforeseen costs, loss of
revenue or a drastic downturn in Manistee economy.

The June 30, 2009 audit showed a general fund balance of $853,777, an increase of $129,349
from the prior year. This was almost entirely due to the reimbursement of storm related labor
expenses by FEMA which were already budgeted. The fund balance is currently below the 20%
target balance. With the uncertain financial times in the State of Michigan, there will be
increasing pressure to use the fund balance to maintain existing services.

13
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Issue Page Water & Sewer Utility

Overview

The Water and Sewer Utility (WSU) is an enterprise fund and the second biggest in terms of
revenue for all City funds. All of the WSU revenues and expenses, capital outlays and debt
service are accounted for in one fund. Enterprise funds should be self-supporting. That is, the
users of the system should pay all the costs associated with operating, maintaining and servicing
the debt of the system. In fact, the City is required by law and ordinance to ensure that sufficient
funds are available to provide for the operation and maintenance of the WSU; and ensure that
bond holders receive their scheduled payments.

Debt Load

The WSU has taken on a significant amount of debt in the recent past to fund State-mandated
sewer separation projects. Although most of this work has been done, there are still two more
segments to be completed. Over the next two years, the Jones and Cedar Street sewer districts
will be separated at a cost of $6,100,000. Low interest loans from the State of Michigan will
help finance these projects. As of June 30, 2010, the WSU will have about $11,200,000 of
outstanding debt not including the new debt for the upcoming projects (see Appendix). Total
debt service payments average about $1,150,000 per year through 2020 and the last bond is paid
off in 2028. The new projects will increase this debt load by about 1/3.

14
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Water & Sewer Rates

Water and sewer rates are established annually by ordinance and periodically evaluated. The
ordinance calls for a minimum mandatory inflationary adjustment each year. Rates are a
combination of a consumption charge and a fixed charge based on meter size. They are
calculated and illustrated using a “typical” 6,000 gallon per month usage assumption. Residents
are billed in 1,000 gallon increments, and may install an optional separate sprinkling meter. The
annual inflationary adjustments to water and sewer rates ensure that the WSU has sufficient
resources to respond to maintenance items and system failures. This commitment protects the
citizens’ enormous investment in the system, and ensures that the City can adequately treat
effluent and provide quality drinking water.

Administration is recommending that the 2010-2011 rates be adjusted by 4%. This represents a
(.3%) inflationary adjustment and a phased-in increase to cover the sewer separation projects. A
typical user using 6,000 gallons per month will see their monthly bill increase $2.13 per month
as the table below shows.

Existing New

Per 1000g Per 6000g Per 1000g Per 60009

Water $ 260 $ 15.60 $ 272 % 16.31
Sewer $ 520 $ 31.20 $ 544 % 32.62
Fixed $ 6.60 $ 6.60 $ 6.60 $ 6.60
Total $ 53.40 $ 55.53
Increase $2.13

Capital Improvements\Maintenance

Even as improvements and upgrades to the system are made, it is important to recognize that the
WSU is an aging system, and repairs and major maintenance items are continuing to increase in
both frequency and magnitude. In addition, the strategic plan calls for identifying all
unsatisfactory WSU infrastructure and determining an approach to repair or replace it. Toward
this end, many major items have been addressed in recent years: the Industrial Park water tower
was painted both inside and out, work was completed to fix the deteriorating Jones Street storm
sewer outfall, improved chemical feed systems were added to some of the City’s water wells,
water wells have been cleaned, the Parkdale force main was partially replaced, the Jerumbo St.
pump station was rehabbed, the Sixth Ave. Pump Station access road was rebuilt and the Sixth
Ave. Pump Station is being rebuilt.

The current year budget proposes addressing the failing Sixth Avenue East (Riverbank) sewer
line, Jones Street CSO, WWTP Boiler and well communications. The 2011-2015 Capital
Improvement plan explains these projects and identifies other capital items for the water and
sewer fund in the upcoming years.

15
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Issue Page Ramsdell Theatre

The City owns the historic Ramsdell
Theatre. The complex is listed on the
National Register of Historic Places and
serves as the cultural center of Manistee
County. It is one of the finest small
theatres in the United States. Over the
past fifteen years the volunteer, non-profit
group Ramsdell Theatre Restoration
Project (RTRP) has raised nearly
$3,000,000 from generous donors and
various grants to renovate and restore the
Theatre.

The City, through the Ramsdell Theatre
Governing Authority (RGA), manages

and operates the facility. It sets the & 4=
policies for the building and is responsible 4 “‘\\ -
for ongoing maintenance. ~The RGA *ji mm L‘.’!ﬂ

hopes to eventually move the Ramsdell

Theatre to a break-even enterprise. B ?g

However, this is a number of years down
the road. In the short-term, the City’s
General fund will have to provide an
operating subsidy.

This subsidy allows the Theatre to keep its doors open, and more importantly, protect the multi-
million dollar investment that has been made in the building. The budget calls for a $60,000
transfer from the General fund to the Ramsdell Theatre, a reduction of $5,000 from the prior
budget. The transfer will provide money to partially fund operations; primarily utility bills and
custodial services, and also day to day maintenance. However, the operating budget is not
sufficient to address several large infrastructure needs.

The City replaced the Theatre roof and addressed other areas of the building envelope at a cost of
$425,000 in the fall of 2009. This will be paid for over seven years from the Capital
Improvement fund. Another major area of concern is the steam boiler system which needs
replacement. In addition, many areas of the building lack air conditioning, making it difficult to
rent space in the summer. The City commissioned a study by Fishbeck, Thompson, Carr &

16
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Huber to evaluate the building’s HVAC needs and provide cost estimates for addressing them.
The report was presented to Council in early 2010.

The engineers estimate that the complete cost of the overhaul is $899,000 to address the heating
& cooling in the building, $110,000 to address issues in the Theatre side of the building and
$120,000 in engineering costs. The total estimated cost is $1,129,000. It should be noted that
the estimates presented are considered to be quite conservative because of their preliminary
nature.

To move forward with the project
will require committing to
engineering costs.  Through this
effort, it will be possible to value
engineer and\or phase the project to
help drive down costs. At that point,
Council can decide how to proceed
with the project.

The proposed Capital Improvement
fund budget includes money to
complete the engineering of the
system and bid it out. This way,
Council will know exactly what the
cost will be to complete the HVAC
system.

There are also several other areas of the building that need completing. The Capital
Improvement plan lists these areas and the Capital Improvement fund budget includes costs for
addressing the steps from the Theatre down to the new restrooms.

Staff is starting preliminary investigations into alternative operating models and\or funding

sources for the Theatre, including partnerships and a dedicated millage thru a county wide
authority.

17
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Issue Page Employees

Employee Groups & Numbers

The City of Manistee has four different unionized employee groups including the DPW
employees represented by the United Steelworkers (USW), police officers represented by the
Police Officers Association of Michigan (POAM), police sergeants represented by the Command
Officers Association of Michigan (COAM), and the firefighters represented by the International
Association of Fire Fighters (IAFF). Supervisory and support staff are nonunion. Collective
Bargaining Agreements are in place for all four unions, as shown in the Table.

Number of Contract
Group Employees Expiration
POAM 9 June 30, 2010
COAM 3 June 30, 2010
IAFF 7 June 30, 2010
usw 21 June 30, 2010
Supenvisory 7 n/a
General 8.5 n/a
Manager 1 n/a
Total 56.5 n/a

The public safety unions consisting of the POAM, COAM and IAFF have binding arbitration
rights under PA 312, whereas the USW does not. This means that if negotiations reach an
impasse, an independent arbitrator will ultimately make the final decision for these three unions.
However, no one benefits from going through arbitration, and it is always Administration’s goal
to settle contracts through good faith negotiation.

The current year budget calls for a net reduction in the number of employees of 3, from 59.5 to
56.5. This is comprised of the elimination of 3.5 positions and the hiring of a .5 position to
replace the City Hall cleaning contract.

Restructuring
The budget proposes significant restructuring of several City departments. This restructuring

will allow the City to meet short term budgetary challenges and at the same time position the
City for more efficient operations in the long-term. The first proposed change is reorganizing the
Department of Public Works. The retirement of long time utilities superintendent Ed Cote,
combined with the recommendations of the Operational Service Assessment have made this an
opportune time to restructure this operation. The reorganization will result in one Public Works
Director overseeing all aspects of public works, including water, sewer, WWTP, streets, parks
and facilities. The current DPW Director, Jack Garber, will stay on as the assistant director and a
new Public Works Director will be hired. This change is not expected to save money, but rather
makes the operation more streamlined and efficient. The organizational charts below show this
change.

18
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DPW Reorganization

Proposed

Public Works Director

Assistant Public Works
Director

i
I | |
— “ e

Existing
Public Works Utilitios
Director S
[ 1 1
| 1 T 1 f
Water Sewer Water Sewer Lift R
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The second proposed change is combining the administration of the Police department and the
Fire\EMS department. Police Chief Dave Bachman will become the new Director of Public
Safety overseeing both departments. The Fire Chief position and part time fire secretary will be
eliminated. This type of structure was mentioned in the Operational Service Assessment. This
change will result in estimated savings of $106,000. The organizational charts below show this
change.

Police & Fire Reorganization

Proposed

Director of Public

I |

Existing

Fire Chief Police Chief

Safety
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The third proposed change is eliminating the Assessing department and contracting this function
out to a third party. The responsibility for this function and the oversight of the contractor will
fall under the Finance department, which will be reorganized as the Financial Services
department. These changes were a specific recommendation of the Operational Service
Assessment. This change will result in estimated savings of $77,000 in the first year and
$90,000 thereafter. The organizational charts below show this change.

Financial Services Department Reorganization

Proposed

Director of Financial
Services
1 | | 1
. Contract Information
Finance Treasury .
Assessing Technology

Existing

Finance

Assessor Director\Treasurer

| |
i T Information
Assistant Assessor INAnNCce reasury Technology
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Wages
Employee group wages are adjusted annually on July 1, and are adopted as part of the overall

budget. Each employee group, whether union or nonunion, has an established wage and step
schedule. A step schedule is a mechanism by which employees’ annual wages are developed. It
establishes an introductory wage for a position, and then over a period of years moves employees
through a series of wage increases, or steps, as their experience and abilities develop. Eventually,
the employee hits the top of the wage scale and no longer receives an annual step increase.

To account for inflation, each step schedule is annually adjusted by a percentage that is
negotiated (union groups) or tied to the Proposal A inflation rate (nonunion groups). For this
year, the Proposal A inflation rate is (.3%).

However, in this year’s budget, management is proposing wage freezes for employees, including
all union employees. This will require the POAM, COAM, IAFF and USW to agree to this
request in collective bargaining negotiations. The extreme financial challenges brought about by
the housing market decline and continued erosion of State revenue sharing has left management
few options. A wage freeze is an alternative that delivers necessary savings, while maintaining
critical services. If the unions do not agree to freezes, then management will have to reevaluate
the budget and will have to take additional steps to balance the budget.

Pension

The City is a member of the Municipal Employees’ Retirement System of Michigan (MERS).
Most of the City’s employees are covered under one of a number of defined benefit (DB)
retirement plans administered through MERS. A few employees are covered under a 457
deferred comp plan administered by ICMA, or a 401 defined contribution plan provided by
MERS; collectively (DC).

MERS calculates an annual contribution for each DB plan while the DC contribution is a
percentage of wages. Overall, the retirement plan is funded at 102.1%, which is very strongly
funded; in the top 5% of all MERS plans. This percentage has declined over time, as is expected
actuarially, and also because of the recent market downturn. The table below shows relevant
pension information.

Percent Normal Required Budgeted

Division Funded Cost  Minimum Contribution
01 Non-Union 98.3% 5.07% 5.65% 7.00%
02 POAM 104.3%  10.68% 8.11% 10.00%
05 IAFF 87.0% 10.47% 15.72% 17.00%
10 USW 118.6% 4.59% 0.00% 4.00%
20 COAM 101.7%  10.06% 10.12% 11.00%
City 102.1%
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The graph shows the City’s retirement contributions over time. The FY 2006 move to MERS
has saved the City a significant amount of money. Annual DB contributions averaged $137,000
from 2003 to 2005. With MERS, the average annual contribution has been $75,000. The
required contribution trend has risen sharply in recent years. A slowly rising contribution is
actuarially expected, but the reasons for the faster rate of increase are the City’s actual
experience versus plan assumptions, poor market conditions and fiscal responsibility provisions
adopted by the MERS Board. The City should consider increasing employee contributions in
future years.
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Health Insurance

The City provides health insurance to all full-time employees. Coverage is provided through a
Blue Cross Blue Shield of Michigan (BCBSM) insurance pool. It has been a long-standing City
objective to provide quality, affordable health coverage to employees as a method of attracting
and retaining talented staff. However, maintaining quality coverage has become more difficult.
Health insurance is the second biggest employee expense behind wages. As is the case
throughout the country, the City has seen tremendous increases in the cost of health insurance
premiums. Over the past several years, the City’s premiums have grown much faster than
general inflation and have more than doubled, in spite of reforms undertaken.

To combat the rapid rise in prices, the City has been proactive in addressing these costs. In the
late 1990’s, it switched from a Master Medical plan to a PPO plan. Cost savings for this move
are not available. However, the belief is that there were small savings and improved coverage.
In 2003, the City went from a $5 flat co-pay drug card to a $10/$20 generic/brand co-pay drug
card. Then in 2005, the City went to a $15/$30 generic/brand drug card. In 2007, the City
implemented a choice of plans for non-union, IAFF and USW and required employee
participation in premium costs for the more expensive plans.

In 2009, the City implemented a Flexible Blue 2 (FB2) plan, maintained employee premium
payments and added Health Reimbursement Arrangement (HRA). The FB2 is a high deductible
plan that reduces premiums and makes pricing more apparent. Under the HRA, the City
reimburses the employee their out of pocket costs up to the deductible limits. As part of the plan,
the City has also achieved health care capping. The City will be responsible for the first 5% of
premium increases. The employee is responsible for the next 5%. The third 5% is split between
the employee and the City. Any increase greater than 15% is considered catastrophic and the
City picks up those additional costs. The net result is that the City has likely limited its exposure
to 7.5% in any given year. Currently, this cost sharing formula has resulted in arbitration cases
being filed by both the USW and IAFF, which will be settled in the upcoming budget year. This
is a vast improvement over the recent premium increases. The non-union staff is also on this
plan. Currently, employees contribute 7.9% of the premium cost which is expected to rise to
13.3% in the proposed budget.

Other Benefits
The budget eliminates longevity payments and sick time sell back for all groups. This will have

to be negotiated into all four union contracts, but will be implemented for the non-union staff.
The elimination of longevity payments will save approximately $14,000 per year City-wide.
Sick time sell back will save at least $5,000 per year, although this amount is highly variable
because of each employee’s utilization.

Unemployment insurance costs are expected to rise over the next few years as the number of
City employees is reduced and more claim unemployment.
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Issue Page Refuse Fund

Refuse collection in the City is a
public/private partnership.  The
collection and recycling service
has been moved to the private
sector through a contract with
Allied Waste. The funding is
currently a hybrid system, funded
largely by a 1.5 mill levy and
supplemented by a modest monthly user charge.

Significant discussions have been held the past several years about switching the funding
mechanism away from the hybrid system to a private billing\user fee system only. In FY 2006,
Council made the decision to maintain the current funding mechanism for refuse collection and
reduce the millage rate from 2.0 mills to 1.5 mills. This has resulted in reducing the Refuse Fund
balance over time. Fund balance at the end of FY 2009 was $303,235 and is projected to be
$264,495 at the end of FY 2010. The current trend is unsustainable without structural reform.

The contract with Allied Waste expires June 30, 2010. As the budget was being prepared, the
City was going thru an exhaustive request for proposal process to identify ways in which refuse
and recycling services could be provided. It will include a variety of options and costs.

The results of this process were not available to aid in the preparation of the budget. Therefore,
the proposed budget reflects the status quo. Prior to the budget being adopted, Council will have
reviewed the responses to the RFP and will have reached a consensus on how refuse and
recycling services will be provided and paid for in the City of Manistee. The budget will be
adjusted at that point, prior to adoption, to reflect this new model.

As part of the Council discussion, it is important to note that the Refuse fund provides $139,000
in revenue to the City’s General fund. In addition to reimbursement to the General fund for
administration in the amount of $40,000 and trash haul in the amount of $31,000, the Refuse
fund makes a significant operating transfer to the General fund as an operating subsidy.
The amount is $68,000. However, under either the current system, revenues are insufficient to
continue this payment into the future. Whatever service delivery and payment system emerges
from Council discussions needs to take these financial realities into consideration.
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Issue Page

Capital Improvement Fund

The Capital Improvement fund was established in 2005 as a method to accumulate money to
help pay for capital improvements in the City. All major capital expenditures not required to be
recorded in another fund will be recorded and budgeted for in this fund. This will primarily be
General fund items. However, it could include things such as streets and other infrastructure

needs, such as other City-owned buildings, Municipal Marina or Boat Launch.

The primary source of funding is Oil
& Gas fund earnings. This will
provide a stable, long-term source of
funding for capital projects.

A secondary source of funding will be
an annual transfer of excess General
fund balance. An annual evaluation
of the General fund balance will be
undertaken each year after getting the
audited numbers back. The current
policy is to transfer any amount in

excess of 20% of General fund operating expenses to the Capital Improvement fund. Based on
the FY 2009 audit, the general fund is below the 20% threshold, so no transfer will occur in FY

Discretionary
General Fund
Appropriation

Excess General
Fund Balance

Capital
Improvement
Fund

Oil & Gas
Fund Interest

One Time Items
(Excess Bond
Proceeds, etc)

2010 and none is anticipated in the foreseeable future.

Projects in the Capital Improvement Fund will be supported by case statements that can be found

in the Capital Improvement Plan and\or Capital Improvement fund budget.
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Issue Page

Oil & Gas Fund

The Oil & Gas Fund was established to
accumulate the principal generated from oil and
gas royalties received from City-owned mineral
rights.  Charter Section 2-1(B) protects the
principal and royalties of this fund from being
spent without a vote of the people. Investing the
principal of this fund is handled by the Oil & Gas
Investment Board, appointed by City Council.
The Board consists of five members, including the
Mayor and Finance Director. The fund currently
has about $6,900,000.

Well production and royalty income have fluctuated over the past ten years because oil and gas
production volumes have varied and the price of oil and gas has moved up and down

considerably. The lifespan of the oil and gas wells is unknown.

In the summer of 2008, The City’s legislative initiative to change state law to allow the Oil &
Gas fund to be invested like a public pension fund, instead of under the more restrictive PA 20
regulations, was successful. Public Act 220 of 2008 was enacted into law on July 16, 2008. In
order to take advantage of the new law, the Oil & Gas Board went thru a rigorous selection
process to hire an investment advisor. Bartlett & Co. was chosen in January of 2009 and they

began investing the funds in March.

Oil & Gas Royalties
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Issue Page Appropriations

The City funds a variety of different organizations which undertake public activities on the City's
behalf. By law the City may not provide a gift or a contribution of tax dollars for any purpose.
However, the City may provide governmental services through other organizations. This
distinction is important. In order to document the public purpose being served, the City has
requested signed agreements that document the public benefit being provided, when not readily
apparent or already documented. The organizations that the City helps fund are listed below
with a brief description of the service they provide.

Alternatives for Area Youth Teen Center, youth activities

211 Social services hotline

Alliance for Economic Success Economic development services

Junior Baseball Youth recreation, field maintenance
Manistee Recreation Association Youth recreation

Manistee Area Historical Museum City historian, Historical reviews

PEG (Public, Education & Government TV) Videotape & Broadcast Council meetings
SSCENT Drug & narcotic enforcement

Veteran’s Memorial Day Memorial Day flags

The partnership with these organizations allows the City to deliver services in a cost effective
manner and relieves the administrative and operational burden of these activities. The
Appropriation budget lists the amounts requested by the various organizations.

The Manager is recommending that these requests, where not contractually obligated, be reduced
by 5% from the previous year funding level. Challenging financial times require all
organizations to operate more efficiently, and in light of the City reorganization and budget
challenges, it seems appropriate that our partner organizations help shoulder some of this burden.
It would also be the City Manager’s recommendation that when economic times improve, the
appropriation funding levels be restored.

This recommendation is intended to provide the Council a point of beginning for discussion.
Like other budgetary decisions, allocation decisions are in the hands of the City Council.
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Issue Page Property Tax Administration Fee

The City of Manistee is allowed by law to impose a 1% property tax administration fee on any
tax that it collects. Up until last year, the City had done this on the winter tax bill, but not the
summer tax bill. Institutional memory and conventional wisdom indicate that past Councils had
not desired to charge this administration fee in the summer since this was the primarily the City’s
tax collection.

In recent years, the State of Michigan has shifted a number of taxes from the winter collection to
the summer collection. This includes the entire State Education tax and the County Operating
tax. The result of this shift was a sharp decrease in the property tax administration fee revenue.
In the prior budget, Council approved levying the property tax administration fee on all non-City
summer taxes. This resulted in restoring $23,000 in foregone or lost revenue and enhancing
revenues by about $10,500.

The proposed budget recommends levying this administration fee on all summer taxes, including
City taxes. The inclusion of City taxes would result in an increase in revenue of of
approximately $38,500. The General fund revenue budget assumes this administration fee is
approved and incorporates this additional revenue.

In light of the extreme budget challenges facing the City, and the desire to maintain services to
the residents, this additional fee is warranted and advisable. Without this fee, additional budget
cuts will have to be implemented.

The State Tax Commission has issued a memo (next page) that supports and encourages
municipalities to levy this fee as authorized by law.
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2500 (Rev. 1-03)

JENNIFER M. GRANHOLM
GOVERMOR

DATE:

TO:

FROM:

SUBJECT:
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A

STATE OF MICHIGAN

DEFARTMENT OF TREASURY
LANSING

. 2008

Assessors, Equalization Directors
Township Supervisors and City Managers

State Tax Commission

Collection of the Administrative Fee

ROBERT J. KLEINE
STATE TREASURER

At their September 16, 2008 meeting, the State Tax Commission adopted the following position
regarding the levy, collection, and use of the property tax administration fee authorized under
Michigan Compiled Law 211.44:

It is the position of the State Tax Commission that Cities and Townships should
levy and collect the one percent administration fee as authorized under Michigan
Compiled Law (MCL) 211,44, The State Tax Commission also believes that
Cities and Townships should take all necessary steps to ensure that the funds
generated by this property tax administration fee are dedicated solely to the
property tax function as specified by MCL 211.44.
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Issue Page BLS Transport

The City currently operates its EMS service at the Basic Life Support level. This means that the
City has emergency medical technicians that can perform many routine medical functions when
responding. The City is proposing moving to a Basic Life Support — Transport service. This
would allow the City to transport patients to the hospital. Fire Chief Sid Scrimger prepared a
memo regarding the impact of this:

MEMO TO: Edward Bradford, Finance Director

FROM: Sid Scrimger, Fire Chief
DATE: February 14, 2010
SUBJECT: Budget Issues

Last year, | proposed the fire department upgrade its license and become a BLS transport agency to capture revenues
currently being paid for those services. In reviewing the information used to make my projections I have
encountered new information that significantly impacts those projections. Simply put, my projections were based on
MFD transporting only those patients requiring basic life support, with all patients meeting the advanced life support
protocol being transported by West Shore Medical Center.

I have learned that the rules for Manistee County would actually call for MFD to make nearly all ALS transports,
increasing the number of billable transports by 80-90%. | am making the same recommendation this year with the
anticipated number of billable runs increased by 50%.

Overtime - Increase by $1500/year to allow for runs at the end of a shift and additional call-ins.
Operating Supplies - Increase by $7500/year to allow for additional medical supplies.
Professional Services — Increase by $1500/year to provide for laundering of medical linens and disposal of

medical waste.
Repairs and Maintenance — Increase by $800/year for additional maintenance to rescue.

Capital Outlay- Increase by $5000 in the first year to allow for purchase of equipment needed to
upgrade license.

Additional expenses, year one - $16,300
Additional expense, following years - $11,300

Using Accumed’s earlier projections, which | have not increased to allow for increases in Medicare or run volume,
anticipated revenues should be between $75,000 and $90,000. | would use the more conservative number for the
budget. This gives a net revenue increase of $58,700 in the first year and $63,700 after that.

I should also note that my recent discussions with neighboring fire chiefs leads me to believe that a move to BLS
transport licensure would significantly enhance service consolidation discussions with those departments.
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This fundamental change in operations appears to have positive benefits for the City. Of course,
it will impact the Hospital as well, although the ultimate effect is less clear and is not necessarily
a negative for them.

The proposed budget does include the upgrade to BLS-T.
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Issue Page Accounting Change — GASB 54

The Government Accounting Standards Board (GASB) is the agency charged with establishing
accounting standards for governments. It recently issued GASB Statement 54 — Fund Balance
Reporting and Governmental Fund Type Definitions. This statement deals with two main areas.

The first area it deals with is the classification of fund balance. The statement establishes an
entirely new scheme for reporting this important financial measure. The new requirement
creates five different classifications of fund balance, summarized below:

e Non-spendable Cannot be spent (legally restricted or in unspendable form)
e Restricted Externally imposed (law, creditor, bond covenant)

e Committed Constraints approved by Council

e Assigned Constrained by intent less than Council

e Unassigned Available to spend, unrestricted

The City will be required to report these classifications in its annual audit and will need to adopt
policies which address some of the other aspects of these new categories.

The second area it deals with is the establishment and classification of governmental fund types.
In summary, it restricts how special revenue funds can be used and specifies that activities that
do not meet the new requirements must be reported in the General fund. In light of this new
statement, the City reviewed all of its funds in consultation with its auditor and consolidated
and\or eliminated a number of funds as shown below:

245 - OIL & GAS FUND Reclassified as Permanent

211 - MAPLE STREET BRIDGE FUND Merged with General

213 - RIVERWALK MAINTENANCE FUND Merged with General

296 - RAMSDELL THEATRE FUND Reclassified as Enterprise

280 - SPECIAL ASSESSMENT FUND Merged with Street Improvement
266 - CRIMINAL JUSTICE TRAINING FUND Merged with General

412 - INDUSTRIAL PARK Merged with General

490 - RENAISSANCE PARK Merged with General

351 - DEBT SERVICE FUND Merged with various Funds
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Interfund Activity

There is considerable interaction among the various accounting funds of the City. The following
table shows the transfers, reimbursements and charges that have been budgeted.

From Fund To Fund Amount Reason

Operating Transfers

Oil & Gas Water & Sewer $320,770 Transfer investment earnings in
Water & Sewer Capital Improvement $320,770 Transfer investment earnings out
General Ramsdell Theatre $ 60,000 Operating subsidy

Cool Cities Water & Sewer $400,000 Infrastructure grant

Charge for Services

General Motor Pool $184,275 Lease of equipment

Water & Sewer Motor Pool $103,194 Lease of equipment

Building Inspector General $ 10,000 Reimbursement

Major Street General $189,000 Reimbursement

Local Street General $ 75,000 Reimbursement

Refuse General $ 15,500 Reimburse for trash haul
Refuse General $ 19,000 Reimburse for yard waste
Refuse General $ 40,000 Administration

Water & Sewer General $235,000 Administration

Marina General $ 13,000 Administration

Boat Ramps General $ 9,000 Administration
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General Fund Revenue

General Fund revenues come from a variety of sources. Property taxes account for about two-
thirds of the budget, with the remaining coming from the State of Michigan, various charge for
services, interest income and miscellaneous other items.

M Property Taxes

$577,010 W PILT

11%

m Sales, Fees &

$306,14

6% Fines
$198,125 B Other

4%
$162,701

3% m State of Ml
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Revenue Assumptions & Notes

Overall Revenue: Budgeted revenue increased $78,433 or 1.5% from the prior year budget.
This number is misleading because it reflects both the results of the restructuring and the results
of the changed GASB accounting requirements. Major revenue changes are summarized below
and explained further in each section:

Revenue Expense Revenue
Impact Impact Impact
Taxable Value Decline ($81,000) $ -
State Revenue Reduction ($139,000) $  (14,000)
Net Acct Chg $156,500 $ 168,000
BLST $75,000 $ -
Admin Fee City Taxes $38,500 $ -
PILT $18,000 $ -
DPW Restructure $96,000 $ 96,000
Interest (%$4,000)
Total $160,000 $250,000 ($90,000)

Property Tax Revenue: Property tax and related revenue increased $24,328 or 0.7% from
the prior budget. This category includes taxes, penalties and interest and the administration fee.
Taxable value showed a decrease of 1.7%. The impact of this on City taxes was a reduction of
($81,000). This reduction is offset by applying the property tax administration fee to the City
taxes, per the State’s recommendations. These changes are summarized below:

Taxable Value Decline ($81,000)
Admin Fee on City Taxes $38,500
Total ($42,500)

Payment in Lieu of Taxes Revenue: PILT revenue decreased $18,026 or 12.5%. This
revenue relates to the payment-in-lieu of taxes charged to water and sewer users outside of the
city limits, the fee paid by the Housing Commission and similar payments. The increase was
largely due to the construction at the Glen’s property in Filer Township.
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State of Michigan Revenue: State revenue increased ($135,976) or -19.1%. This category
includes revenue sharing and refundable liquor license fees. This conservative estimate is based
on the assumption that the State will once again reduce statutory revenue sharing payments to the
City to help deal with State’s budget crisis. The budget assumes a 25% reduction. It also
assumes that constitutional revenue sharing payments will decline by 3% as sales tax revenues
decline due to the national recession.

Inter-Fund Revenue: Inter-fund revenue increased $40,416 or 7.2% This category includes
various reimbursements to the General Fund for personnel, equipment and administration. The
increase in this category is primarily the result of the restructuring of the DPW Department.
Previously, the Utilities Superintendent was charged 100% to the water and sewer utility. Under
the reorganization, the new DPW Director is charged to the DPW. A corresponding cost
allocation has been made to the water & sewer utility. The increased expense and
reimbursement offset each other. The water & sewer allocation was also increased for the
expected increase in work related to the sewer separation projects. This category also assumes
administrative fees and reimbursement charges totaling $74,500 from the refuse fund remain. If
the refuse fund is restructured, it may impact these charges.

Sales, Fees & Fines: Sales, fees and fines increased $76,080 or 62.3%. This was mainly the
result of the Fire Department transitioning to a Basic Life Support Transport agency. The budget
also includes accounting related changes of $11,000 which will add to the baseline, and a
onetime $8,000 item for a timber sale.

Other Revenue: Other revenue increased $139,560 or 83.8%. This category includes interest
income, franchise fees, reimbursement, lease income, refunds and the like. This increase is
almost entirely related to an accounting change with no net impact. The streetscape debt is a
City obligation; however, the DDA reimburses the City for the bond payments. With the
elimination of the debt service fund, the bond payment and associated reimbursement are now
recorded in the general fund. Year over year base income is expected to decline by about $4,000
due to persistently low interest rates and resultant lower interest income.

Transfers In: Transfers in decreased ($84,000) or -100.0%. The transfer in from the
industrial park fund that had paid a portion of the Alliance for Economic Success contract has
been eliminated because the Industrial Park fund has been merged with the General fund.

City Council Decision: City Council took the following action on the Manager’s recommended
budget:

[ ] Budget as recommended PX] Budget with changes
Changes:

Council modified the Manager’s restructuring recommendations and the agreement with the
DDA was altered which reduced revenue.
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REVENUES

402.000 Real & Pers Prop Tax
411.000 Delinquent Real Prop Tax
420.000 Delinquent Pers Prop Tax
445.000 Tax Penalties & Interest
447.000 Tax Administration Fee

Total Tax Revenue
640.000 In Lieu of Taxes

Total PILT

539.000 State Grant Revenue
574.000 State Share Liquor Tax
575.000 State Shared Revenue

Total State Revenue

627.000 Charge for Serv - Bldg. Insp.
628.000 Charge for Serv - Boat Ramp
630.000 Charge for Serv - Local St.
631.000 Charge for Serv - Major St.
632.000 Charge for Serv - Marina
634.000 Charge for Serv - Refuse
635.000 Charge for Serv- W&S

Total Inter-Fund Revenue

450.000 Business Registration
480.000 Licenses

485.000 Permits

626.000 Charge for Senice

629.000 Charge for Serv - Inspections
642.000 Sales

655.000 Fines & Forfeits

Total Sales, Fees & Fines

2009
Actual
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9,800
8,700
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209,000
10,500
66,945
210,000

602,945
1,125
15,720
43,329
13,720
1,544
48,906

124,344
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2010
Budget

3,121,364
165,358
18,135
25,588
64,409

3,394,854
144,675
144,675

17,290
8,300
687,396

712,986

8,000
9,857
75,000
189,000
12,152
72,000
199,076

565,085

1,125
7,500
40,500
13,220
2,200
57,500

122,045
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Projected

$ 3,121,364
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Dept
Request

2,982,506
229,431
5,460
33,189
101,480

3,352,066

162,701

162,701

3,000
8,300
562,710

574,010

10,000
11,000
75,000
189,000
13,000
71,000
297,000

666,000

1,125
7,500
120,500
13,500
16,200
57,500

216,325
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Manager
Budget

2,982,506
229,431
5,460
33,189
101,480

3,352,066
162,701
162,701

3,000
8,300
562,710

574,010

10,000
11,000
75,000
189,000
13,000
71,000
297,000

666,000

1,125
7,500
120,500
13,500
16,200
57,500

216,325
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Council
Adopted

3,044,107
234,170
5,573
33,853
101,480

3,419,182
162,701
162,701

3,000
8,300
565,710

577,010

10,000
9,000
75,000
189,000
13,000
74,500
235,000

605,500

1,125
7,500
102,300
13,500
16,200
57,500

198,125
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490.000

664.000
667.000
668.000
671.000
674.000
676.000
687.000
688.000
695.000

Franchise Fees

Interest Income

Rental Income

Riverfront Lease Income
Other Revenue
Contributions\Donations
Reimbursements
Refunds

Refunds - W.C. Premium
Insurance Settlement

Total Other Revenue

699.000

Operating Transfer In

Total Transfers In

TOTAL REVENUES

Actual

@

82,744

27,676
7,125
21,506
857
14,410
175,730
929
29,466
12,946

R e A AR A T

©*»

373,389

$ 82,000

$ 82,000

$ 5,422,742

Budget
$ 82,000
$ 20,000
$ 7,000
$ 22,580
$ 500
$ 1,000
$ 20,000
$ -
$ 13,500
$ -
$ 166,580
$ 84,000
$ 84,000
$ 5,190,225

39

Projected
$ 83,500
$ 14,000
$ 4,000
$ 22,580
$ 500
$ 500
$ 28,000
$ -
$ 13,500
$ 5,000

r
$ 171,580
$ 84,000
$ 84,000
$ 5,159,519

Request

©“»

83,000

16,000
6,000
23,704
500
1,000
166,716
13,500

310,420

R e R e - A A ]

©

68,000
$ 68,000

"$ 5,349,522

Budget
$ 83,000
$ 16,000
$ 6,000
$ 23,704
$ 500
$ 1,000
$ 166,716
$ -
$ 13,500
$ -
$ 310,420
$ 68,000
$ 68,000
$ 5,349,522

*»

R e A AR T <]

Adopted
83,000

15,820
6,000
23,704
1,000
1,000
162,116

13,500

306,140

5,268,659
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City of Manistee

2010-2011 Budget

General Fund General Operating

The General Operating department accounts for those items that are City-wide in nature, or ones
that do not fit within an existing department. Examples of these items are things such as
streetlights, information technology support, insurance, postage, debt service & transfers out to
other funds for operating needs.

General Operating Assumptions & Notes
Overall Costs: Budgeted costs increased $128,138 or 23.0% from the prior year budget.
Employee Costs: No employee costs are charged to this department.

Operational Costs: Operational costs increased $128,138 or 23.0%. Estimated streetlight
costs increased by $3,000 because of a rate increase authorized by the MPSC. This could also be
impacted by additional rate cases and\or legislation in the upcoming year. Insurance is projected
to decline by $2,000 based on last year’s actual cost and the property and casualty pool’s
performance. Professional services will decline by $24,000 mainly because of the operational
service assessment being completed. The no-interest Renaissance park loan payment of $5,600
and the 1999 Streetscape debt payment (reimbursed by the DDA) is now being recorded in the
general fund because of accounting standards changes. This is the reason for the large increase.
Actual operational expenses decreased.

City Council Decision: City Council took the following action on the Manager’s recommended
budget:

<] Budget as recommended [ ] Budget with changes

Changes:
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2010-2011 Budget

100 General Operating

728.000 Operating Expense

801.000 Professional Senvices
822.000 Insurance

855.000 Utilities - Cell Phones
859.000 Utilities - Data\lnternet
901.000 Postage

905.000 Retirement Fund Contribution
915.000 Manistee Co. Airport Payment
925.001 Electric - Street Lights
940.000 Rent

959.000 Bad Debt

960.000 Bank Charges

945.000 Building Rental

964.000 Refunds

970.000 Capital Outlay

989.000 Computer Hardware & Software
992.002 Renaissance Park Loan Principa
992.004 Bond Principal (1999 DDA)
992.005 2003 Cap Imp Principal
997.004 Bond Interest (1999 DDA)
997.005 2003 Cap Imp Interest
999.000 Operating Transfer Out

TOTAL GENERAL OPERATING

2009
Actual

69
32,060
74,169

6,050
5,387
25,818

R e A R A T

A
I
=
o

1

& &
:l}
© ©
=N
A~ O

L R A o o
1

$248,450

$512,677
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2010
Budget

58,000
84,000
7,000
6,000
25,000

107,000
5,000
1,000
2,000

5,000

R A R e A A A A A o

$256,100

$556,100

2010
Projected

58,000
84,000
7,000
6,000
25,000

110,000
5,000
1,000
2,000

5,000

R A R = - A C N < T e

$256,100

$559,100

Dept

Request

B PO PR L DD DD PR H DD D PP

$
$
$
$

34,000
82,000
8,400
6,500
26,000

110,000
1,800

3,000

2,000
5,000
5,616
90,000
95,000
56,716
98,206
60,000

$684,238

Manager
Budget

34,000
82,000
8,400
6,500
26,000

110,000
1,800

3,000

2,000
5,000
5,616
90,000
95,000
56,716
98,206
60,000

PP B HD DD PP PR DD D HPHPHR LD BB

$684,238

Council
Adopted

34,000
82,000
8,400
6,500
26,000

110,000
1,800

3,000

2,000
5,000
5,616
90,000
95,000
56,716
98,206
60,000

R e A R A T e R e I A e AR R TR o

$ 684,238
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2010-2011 Budget

General Fund Legislative

The Legislative department accounts for the expenses of City Council. It includes things such as
compensation, fringes, travel & training expense, MML membership and Mayor’s exchange.

Legislative Assumptions & Notes
Overall Costs: Budgeted costs decreased ($3,629) or -7.5% from the prior year budget.

Employee Costs: Employee costs decreased ($4) or 0.0% from the prior budget. Council
previously rejected a wage increase recommended by the Compensation Commission.

Operational Costs: Operational costs decreased ($3,625) or -18.6%. The decrease was the
result of reduced travel and training expense based on the MML annual convention’s location,
and the elimination of Mayor’s Exchange.

City Council Decision: City Council took the following action on the Manager’s recommended
budget:

[] Budget as recommended X Budget with changes
Changes:

Council eliminated Mayor’s exchange, but will revisit the issue in the Spring and may reinstate if
money allows.
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101 Legislative

702.000 Salaries

712.001 Costs - Social Security
712.002 Costs - Medicare
712.007 SUTA

712.009 Costs - Work Comp

Employee Costs

728.00 Office/Operating Expense
860.000 Trawel & Training Expense

Operating Costs

TOTAL LEGISLATIVE

2009
Actual

$ 26,659
$ 1,653
$ 387
$ -

$ 36

$ 28,735

$ 7,646
$ 4,664

$ 12,310

$ 41,045

2010
Budget

$ 27,052
$ 1,677
$ 392
$ -

$ 73
$ 29,194

$ 12,500
$ 7,000

$ 19,500

$ 48,694
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2010
Projected

$ 27,052
$ 1,677
$ 392
$ -
$ 73
$ 29,194

$ 12,500
$ 7,000

$ 19,500

$ 48,694

Dept
Request
$ 27,052
$ 1,677
$ 392
$ -
$ 69

$ 29,191

$ 12,500
$ 6,250

$ 18,750

$ 47,941

Manager
Budget

$ 27,052
$ 1,677
$ 392
$ -

$ 69
$ 29,191

$ 12,500
$ 6,250

$ 18,750

$ 47,941

Council
Adopted

$ 27,052
$ 1,677
$ 392
$ -

$ 69
$ 29,191

$ 9,625
$ 6,250

$ 15,875

$ 45,066



City of Manistee

2010-2011 Budget

General Fund City Manager

Mitch Deisch is the City Manager for the City
of Manistee. He has been with the City for 9
years.

The City Manager is the chief administrative
officer of the City and is appointed by City
Council. The City Manager is primarily
responsible for the efficient administration of
all City Departments; the enforcement of all
City laws and ordinances; the appointment of
certain City department heads, with the
consent of City Council; to fully advise the
Council on policies, affairs, financial
conditions and the needs of the City; the
enforcement of any franchises, contracts or agreements; and the recommendation and
administration of an annual City budget.

The City Manager maintains a system of accounts which conform to a uniform system required
by law, the City Council and generally accepted principles and procedures of government
accounting. In addition to this the City Manager performs other duties as may be prescribed by
City Charter, City Ordinances or City Council.

City Manager
1 1 1 1
Community
Development City Clerk Attorney Engineer
Director

I 1 1
Public Safety Public Works Financial Services
Director Director Director

Mitch Deisch
City Manager

Cindy Lokovich

Executive Secretary
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General Fund City Manager

Manager Assumptions & Notes

Overall Costs: Budgeted costs decreased ($935) or -0.5% from the prior year budget.
Employee Costs: Employee costs increased $833 or 0.5% from the prior budget. Longevity
payments were eliminated. Pension costs increased as a result of an increase in the contribution
rate for the non-union division. Unemployment costs increased due to the City’s experience.
Health insurance premiums are estimated to increase by 10% with that cost being split between
the employees and City.

Operational Costs: Operational costs decreased ($2,500) or -9.7% due to general cuts in
office expenditures.

City Council Decision: City Council took the following action on the Manager’s recommended
budget:

[] Budget as recommended <] Budget with changes

Changes:
Two furlough days for the City Manager were added through the budget process.
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172 Manager

702.000
703.000
704.000
706.000
712.001
712.002
712.004
712.005
712.006
712.007
712.009
712.010
712.011

Salaries

Longevity

Owertime

Part-Time

Costs - Social Security
Costs - Medicare

Costs - ICMA Contribution
Costs - MERS

Costs - In Lieu of BC/BS
Costs - SUTA

Costs - Work Comp
Costs - Blue Cross Insurance
Costs - Life Insurance

Employee Costs

728.000
735.000
801.000
831.000
860.000
865.000
870.000
873.000
874.000
900.000
930.000
957.000
970.000
985.000

Operating Expense
Periodicals & Publications
Professional Senices
Contractual Repairs & Maint.
Travel & Training Expense
Vehicle Allowance
Memberships & Dues
Education

Retiree BCBS

Printing & Publishing
Repairs\Maint - Veh & Equip
Motor Pool

Capital Outlay

Lease Purchase

Operating Costs

TOTAL MANAGER

2009
Actual

$ 133,626
800
541

9,320
2,196
12,858
4,616
74

490
14,161
788

LR R R T A R T ST

$ 179,470

2,679
304
250
791

2,530
992

241

9,450

3,370

PRPA PP PPHHPRL R

*

20,607

$ 200,077

2010
Budget

$ 133,114
825
500

9,474
2,216
13,276
5,094
74

565

13,238
808

R R R T IR T YR AR T

$ 179,182

5,000
350
1,000
1,200
3,700
990
500

200

9,450

3,341

B P HPPHPRPPD LB

$ 25,731

$ 204,913
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2010
Projected

$ 133,114
825
500

9,474
2,216
13,276
5,094
74

565

13,238
808

PP BB P PP BB

$ 179,182

5,000
350
1,000
1,200
3,700
990
500

200

9,450

3,341

PP PP PP DD D HHHPB

$ 25,731

$ 204,913

Dept
Request

$133,114
$0

$0

$0
$9,565
$2,237
$0
$14,663
$5,640
$317
$549
$13,853
$809

$180,748

$ 4,300
150
500

1,200

3,300
990

9,450

3,341

R A R A N T ST G T Y

$ 23,231

$ 203,979

Manager
Budget

$133,114
$0

$0

$0
$9,565
$2,237
$0
$14,663
$5,640
$317
$549
$13,853
$809

$180,748

$ 4,300
$ 150
$ 500
$ 1,200
$ 3,300
990

@B H PP B P

$ 9,450
$ -

$ 3,341
$ 23,231

$ 203,979

Council
Adopted

$132,434
$0

$0

$0
$9,522
$2,227
$0
$14,663
$5,640
$317
$549
$13,853
$809

$180,015

$ 4,300
$ 150
$ 500
$ 1,200
$ 3,300
990

P PP B P

$ 9,450
$ -

$ 3,341
$ 23,231

$ 203,246



City of Manistee

2010-2011 Budget

General Fund Financial Services

Edward Bradford is the Financial Services
Director for the City of Manistee, and is the
City’s Chief Financial Officer. He has been
with the City for 8 years.

The Financial Services Department is
responsible for all financial activities in the
City, with four main areas of responsibility:
finance, treasury, assessing and information
technology. The main activities of the
department include:

il
_; B

Receiving all City revenue

Paying all City bills

Investing all City funds

Maintaining City’s accounting records

Managing the annual audit

Preparing the annual budget

Drafting policies and procedures

Serving as Chief Technology Officer\managing IT contracts

Financial
Services

[
| | | 1
. . Information
Finance Treasur Assessing
Ed Bradford
Finance Director\Treasurer

Michelle Wright
City Clerk\Deputy Treasurer\AP

Mary Nemecek B8b Heather Pefley
Deputy Clerk\Payroll\Benefits Admin-Asst\Office Clerk Utility Billing\AR\Ramsdell Theatre
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General Fund Financial Services

Financial Services Assumptions & Notes

Overall Costs: Budgeted costs decreased ($3,483) or -1.7% from the prior year budget. The
large increase was the result of an organizational restructuring. See Employee issue page for
more details.

Employee Costs: Employee costs decreased ($11,363) or -7.2% from the prior budget.
Longevity payments were eliminated. Pension costs increased as a result of an increase in the
contribution rate for the non-union division. Unemployment costs increased due to the City’s
experience. Health insurance premiums are estimated to increase by 10% with that cost being
split between the employees and City. The permanent part-time employee was eliminated from
the budget.

Operational Costs: Operational costs increased $7,880 or 16.2%. The increase was almost

entlrely due to professmnal services. Dee—te—the—elmunaﬂen—ef—m—heuee—aseesemg—ﬂ%s—funeﬂen

department is also charged for both the contractual audlt expense as WeII as the contractual
expense with the County for maintaining the assessment roll, printing assessment notices and tax
bills and maintaining the parcel map. Approximately 90% of the department’s operational
budget is non-discretionary, either the contractual professional services previously mentioned or
software maintenance agreements.

City Council Decision: City Council took the following action on the Manager’s recommended
budget:

[] Budget as recommended <] Budget with changes
Changes:

The permanent part-time employee was eliminated from the budget and the department head was
assigned two furlough days. Assessing will not be reporting to the Finance Director at this time.
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253 Finance

702.000
703.000
704.000
706.000

Salaries
Longevity
Overtime
Part-Time

708.000 VAS\H Sellback

712.001
712.002
712.004
712.005
712.006
712.007
712.009
712.010
712.011

Costs - Social Security
Costs - Medicare

Costs - ICMA Contribution
Costs - MERS

Costs - In Lieu of BC/BS
Costs - SUTA

Costs - Work Comp

Costs - Blue Cross Insurance
Costs - Life Insurance

Employee Costs

728.000
735.000
801.000
831.000
860.000
870.000
873.000
874.000
900.000
930.000
970.000
985.000

Operating Expense
Periodicals & Publications
Professional Senices
Contractual Repairs & Maint.
Travel & Training Expense
Memberships & Dues
Education

Retiree BCBS
Printing/Publishing

Repairs\Maint - Vehicle & Equip

Capital Outlay
Lease Purchase

Operating Costs

TOTAL FINANCE

2009
Actual

$108,553
375

9
15,603
459
8,053
1,883
7,643
1,144
102
467
12,775
652

B P B BB PPR Py BBy

$217,553

2010
Budget

$108,136
425
250
13,000
8,121
1,899
7,649
1,524
111
512
15,385
666

B PO PP P LD D PP

$157,677

$ 4,000
$ 800
$ 28,925
$ 8,000
$ 2,800

595

$ 48,720

$206,397

49

2010
Projected

$108,136
425
250
2,000
8,121
1,899
7,649
1,524
111
512
15,385
666

B O PP P LD DD PP

$146,677

$ 4,000
$ 800
$ 28,925
$ 8,000
$ 2,800

595

$ 48,720

$195,397

Dept
Request

$109,527
$0

$250
$13,000
$0
$8,295
$1,940
$7,801
$2,737
$0

$475
$505
$16,123
$679

$ 161,334

$ 315,334

Manager
Budget

$109,527
$0

$250
$13,000
$0
$8,295
$1,940
$7,801
$2,737
$0

$475
$505
$16,123
$679

$161,334

$ 3,900
$ 1,050
$133,000
$ 8,300
$ 4,000
$ 450
$ -

$ -

$ 800
$ -

$ 500
$ 2,000

$154,000

$315,334

Council
Adopted

$108,992
$0
$250
$0

$0
$7,331
$1,714
$7,649
$2,823
$0

$317
$446
$16,123
$669

$146,314

4,000
1,050
33,500
8,900
4,000
450

1,200

1,500
2,000

L - - N 7SR A - A = B

$ 56,600

$202,914
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General Fund Attorney

Gockerman,
Wilson, Saylor &

Hesslin, BC.

Gockerman, Wilson, Saylor & Hesslin is the City Attorney. Their staff works closely with City
staff on a variety of legal issues and prepares or reviews all contracts entered into by the City.
The City also uses several other legal firms on various matters such as labor issues, tax appeals
and environmental matters.

Attorney Assumptions & Notes
Overall Costs: Budgeted costs increased $0 or 0.0% from the prior year budget.

Employee Costs: There are no employee costs as this is a contractual or fee for service
relationship.

Operational Costs: Operational costs increased $0 or 0.0%. The budget remains flat from
the prior year. However, labor related legal fees are expected to increase because all four union
contracts will need to be negotiated.

City Council Decision: City Council took the following action on the Manager’s recommended
budget:

<] Budget as recommended [ ] Budget with changes
Changes:
266 Attorney 2009 2010 2010 Dept  Manager

Actual Budget Projected Request Budget

802.000 Professional Senices - GWSH $ 60,637 $45,000 $ 45,000 $45,000 $ 45,000

803.000 Prof Serv - Other Attorneys $20,175 $35000 $ 35000 $35000 $ 35,000
860.000 Trawel & Training Expense $ - $ -
TOTAL ATTORNEY $80,812 $80,000 $ 80,000 $80,000 $ 80,000
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